Nigeria as an oil exporting mono-economy is susceptible to fluctuations in the world oil prices. About 97 percent of the government's revenues are gotten from proceeds from oil export. The study attempts to assess the behaviors of macroeconomic variables in the face of oil price volatility in Nigeria. The empirical evidences reveal that macroeconomic variables were susceptibility to volatility in Oil Price. The theoretical framework is based on the Mundel-Flaming model and adopts the variance decomposition and impulse response functions to explain the dynamic properties of the VAR methodology. The impulse response results reveal that a one standard deviation in oil price will trigger a significant change in RGDP, GEXP, INFLATION and IMPORT both in the short and long run, and IR and EXR significantly only in the short run. Finally, the variance decomposition of RGDP, GEXP and EXR reveals that the variability in them were significantly explained by oil price volatility and other tests ran reveals a consistent result. Therefore, volatility in oil price has direct impact on real GDP, Government expenditure, inflation, interest rate, exchange rate and import. The researchers therefore recommend diversification of the economy to other sectors, financial prudence, sound fiscal policy and the lowering of interest rate to stimulate domestic investment.
Introduction
Over the decade's oil has remained the main source of revenue to the Nigerian economy. The boom of revenue that the federal government of Nigeria realizes from the oil sector is far more than all the other revenue it gets from other sources of fund put together, hence consisting over ninety seven percent (97%) of the country's foreign earnings. This invariably has led to the abandonment or better still the death of most of the other sectors of the economy, making the Nigerian economy a mono-economy that is completely dependent on oil. Therefore, any shock or fluctuations in the price of crude oil will virtually affect every facet of the Nigerian economy. Hence, the need to not only study its impact on the economy but to also ensure that the right policy measure is put in place to eradicate or at worse alleviate its negative effect becomes indispensible. The consequential place of oil to the Nigerian economy is well established. Since its discovery in commercial quantities during the years 1973/74, it has grown to assume a pivotal place in the Nigeria economy; constituting the main source of export earnings, foreign exchange and public generated revenue (Obadan, 2014) . By the year 1985, the country produced a total of 1.9 million barrels of oil, and that generated a total of N1.78 million as export earnings. By the year 1980, the production of oil rose to 760.1 million barrels and that trickled in a total of N13,306.93 million as export earnings, constituting 96.8% of total export earnings (CBN, 2012) and ever since then, it has been increasing exponentially. The discovery of oil in Nigeria was in 1958. Before this time, the country's source of foreign earnings is basically agriculture and ironically; relative prices were stable with low/no inflations, unemployment rate was non existing, balance of payment was favorable, and Naira/dollar exchange rate were at per however these became a mirage after the discovery of oil to this time and kept on deteriorating. Hence, the economy is not only susceptible to fluctuations in the oil price but to global macroeconomic shocks.
The price of oil has experienced great fluctuation since the 70s. Philip and Akintoye (2006) observed that it oscillated between $ 17 per barrel and $26 at different times in the year 2002 and about $ 53 per barrel by Oct. 2004 and rose to $60 by 2005 and Hassan & Zahid (2011 asserted that during the summer of 2007, the price of one barrel of crude oil jumped to above $ 70 and even crossed $ 145 mark in July 2008. The price staggered between $61.73 per barrel in October, 2009 and remained at an average of $ 75 per barrel until August, 2010. It is pertinent to note here that this fluctuation is increasingly getting worse every day and therefore raises serious research interest among scholars especially as oil is the main source of the country's foreign earnings. Oil price variation plays a crucial role in the macroeconomic performance of Nigeria because of its impact on the country's foreign earnings which the annual budgets of the economy hinge. In the light of the pivotal place of oil to the Nigeria's economy and the macroeconomic implications of its frequent changes in price, it is pertinent we identify the role and the impact of oil price volatility on the Nigeria's economy as well as proffer solutions to their proper management and stability. This will guide policymakers and economic agents not to expose the economy to further variability. Take for instance, investors will have the confidence to borrow money and invest without any fear of possible capital loss due to changes in interest rate by the monetary authority in trying to mop-up liquidity in order to prevent the Naira exchange rate not to deteriorate. Moreover, foreign direct investment can be discouraged if the global oil price volatility triggers consistent shocks on the macroeconomic indicators within the system. But the question is: how can an economy who is 97 Percent dependent on oil mitigate the effect of changes in its prices? The situation might persist or even gets worse with a positive change in price, therefore this work is aimed at identifying the variables of interest that are highly susceptible to oil price volatility and to what degree as well as identifying a policy measure that can help to cushion these effects by the development of other sectors of the economy.
Statement of the Problem:
It is obvious that oil is the mainstay of Nigeria source of revenue and it is the most important driver of the entire economy. Therefore changes in the price of oil have significant effects on economic growth and welfare of the citizenry at large. Take for instance, there have been persistent fluctuations (a fall to be precise) in the price of crude oil in the world oil market in the recent past, with a slow movement in its demand, thereby affecting other macroeconomic aggregates such as a rise in inflation, balance of payment disequilibrium, falling export revenue, deteriorating exchange rate, a rise in interest rate will result in a slowdown productivity as a result of fall in investment as well as a fall in economic growth. With all these and more also being the negative effects of oil price volatility, it makes the prospective future oil supply highly uncertain.
Moreover, it is more likely that in the nearest future, there will be further increasing fluctuations in the oil price. This is because of the uncertainties regarding the discovery of new oil reserves, persistent political instability in Nigeria as well as other exporting countries and worse still the fact that technological improvements have now proffered solutions to other means of crude oil saving devices leading to further fall in the global demand for crude oil, hence a persistent fall in its price. Again, considering the facts that the transmission mechanism through which constant changes in the oil price affects the aggregate economy are enormous, it becomes pertinent to identify these channels for a proper policy mix to counteract its unwanted effects. Take, for instance, an increase in the prices of crude oil is more likely going to increase the costs of production leading to a reduction on output and a rise in prices being passed on to the final consumers. This will further affect other macroeconomic indicators such as high rate of unemployment, high inflation rate, and exchange rate deterioration, fluctuations in the stock market prices, the balance of payment deficits and a general rise in the costs of living. However, the extent to which the shock transmits to the economy is dependent on the structural composition of the economy.
Furthermore, oil price shocks on the international market might be amplified in specific countries, depending on the respective Dollar exchange rate and prevailing inflationary pressures. But for a country like Nigeria that is highly susceptible to changes in the oil price, since oil is the main source of revenue to it, little shock in the oil price will have a quick and touching impact on the economy as a whole therefore, this research really wants to know the behavior of various macroeconomic variables in the face of this oil price shocks as well as the nexus between them. Irrespective of the trade balance of any country of the world, they will still perceive consecutive fluctuations in the oil prices not only uncertain but also detrimental to the entire economic wellbeing, whether they are an oil exporting country or an oil importing country. The Central Bank of Nigeria is interested in the oil price movements in the local and international oil markets because of its direct bearing on Nigeria's annual budget. Majidi (2006) maintains that the bigger the oil-price increase and the longer higher prices are sustained, the bigger the macroeconomic impact. Nigeria became more exposed to oil price fluctuations the moment she started importing refined petroleum products due the collapse of local refineries in the late 1980's (Obioma, 2006) . However, the impact of this oil price volatility as argued by Masih et al. (2010) is likely to be significantly greater in oil-importing countries, especially where policy frameworks are weak, foreign exchange reserve is low, and access to international capital markets is limited.
(Mundell-Fleming Model). To achieve an internal balance, the fiscal policy instrument of government expenditure is used. This operates through the product market equilibrium by finding the levels of income and interest rate combinations where savings-investment equality takes place so that the product market of the economy is in equilibrium. An increase in government spending will raise the level of income leading to a fall in interest rate and a rise in price level, therefore the product market is in equilibrium when a given level of government spending, relative prices of goods and services, income in the previous years and interest rate interacts to determine the level of income. The Keynesian believes that an expansionary fiscal policy will give rise to an increase in income and rate of interest. The increase in interest rate leads to capital inflow thereby creating short -run balance of payment surplus on capital account and exchange rate appreciation. Whereas the rise in income increase import thereby leading to Balance of payment deficit in current account and exchange rate depreciation. The net overall effect on the balance of payment will depend upon the elasticity of the balance of payment curve. Abraham (2015) used quarterly data and adopted the GARCH model as well as a multivariate VAR analysis to investigate the impact of oil price shocks on the Nigerian economy. The impulse response functions show that oil price shocks have immediate and prolonged effect on all the macroeconomic variables considered. He concluded that oil price shocks have a direct impact on real GDP, total monetary assets and credit to private sector and as such urgent and serious efforts should be made to cut back on government expenditure, increase the tax base, diversify the economy and improve the overall efficiency and scope of other existing non-oil revenue sources, so as to ameliorate the impact of falling oil prices. This implies that oil revenue constitutes a greater percentage of the total output in Nigeria. Therefore sufficient attention should be given to it. This result was inconsistent with the findings of Oriakhi & Iyoha (2010) who found an indirect causality running from oil price volatility to real GDP. Having employed a VAR model to a quarterly data he concluded that oil price changes determine real exchange rate, real import and government expenditure level directly, but indirectly on real GDP, real money supply and inflation through the instrumentality of government expenditure. Therefore, the reverse causality between this two works could be as a result of the periods under consideration and possible structural changes and political changes in the system. Katsuya (2010) in assessing the Impact of Oil Price Volatility on Macroeconomic activity in Russia using the VAR model with a quarterly series spanning from 1994:Q1 to 2009:Q3, giving 63 observations found that the Russian economy is greatly vulnerable to oil price changes. This is because a little change in it triggers reasonable changes on GDP and exchange rate both in the short and long run with a marginal increase in inflation only in the short run. He therefore recommends the needs to diversify by increasing foreign direct investment (FDI) and improve domestic investment. Wilson et al. (2014) investigated the causal relationship between oil prices and key macroeconomic variables in Nigeria in a multivariate framework using times series data from 1980 to 2010. He used Granger causality and the ordinary least squares to investigate whether there is prediction between oil prices and macroeconomic indicators (inflation, interest rate, exchange rate and real gross domestic product) and the impact of oil prices on the applied macroeconomic indicators respectively. His findings further stressed that changes in the gross domestic product (GDP) is not influenced by oil price volatility, nor do they find evidence of influence on key macroeconomic variables during the short and long runs with a positive but insignificant relationship between oil price and the Nigerian Gross domestic product. Ogundipe et al. (2014) examined the effects of oil price, external reserves and interest rate on exchange rate volatility in Nigeria using the GARCH and the EGARCH models. He found a long run relationship among the variables with the use of Johansen Cointegration technique while the vector correction mechanism was used to examine the speed of adjustment of the variables from the short run dynamics to the long run equilibrium. It was observed that a proportionate change in oil price leads to a more than proportionate change in exchange rate volatility in Nigeria; which implies that exchange rate is susceptible to changes in oil price. The study recommends that in order to dwindling the impact of crude oil as the mainstay of the economy and overcome the effect of incessant changes in crude oil prices which often culminate into macroeconomic instability the Nigeria government should diversify from the oil sector to other sectors. Hodo, Akpan and Offiong (2013) employing annual time series data spanning the year and the methodology of VAR examine the asymmetric effect of oil price shocks on exchange rate volatility and domestic investment in Nigeria. The study revealed a consistent result with the findings of Oriakhi & Iyoha (2010) that government expenditure exhibited a direct and an immediate positive response to oil price shock, but public investment, private investment and industrial production exhibited negative response to oil price shock, further confirming the evidence of a "Dutch disease" in Nigeria. The variance decomposition analysis further revealed that exchange rate, government expenditure and domestic investment are mainly affected by oil price shock, particularly in the short-run. Therefore, this suggests that fiscal policy tool of government expenditure is a potential instrument in ensuring internal and external balances. Englama et al. (2010) in an empirical work designed to examine the oil price-exchange rate nexus, employed monthly data for the period 1999:1 to 2009:12 and utilize the methodology of VECM. The study discovered that both oil price volatility and the demand for foreign exchange impact on exchange rate volatility both in the short-run and the longrun. Essentially, the study discovered that the demand for foreign reserves put more pressure on exchange rate than oil price volatility. Using monthly panel of G7 countries Chen and Chen (2007) investigate the long run relationship between real oil price and real exchange rates and they found that real oil prices is a dominant cause of real exchange rate movements. This could be more true to a country like Nigeria who is more exposed to external shocks due to the country's over dependency on oil as a main source of revenue. Olomola (2006) investigated the impact of oil price shocks on aggregate economic activity in Nigeria using quarterly data from 1970 to 2003. He discovered that contrary to previous empirical findings, oil price shocks do not affect output and inflation in Nigeria significantly. However oil price shocks were found to significantly influence the exchange rate. However, this can be justified on the ground that the period the work covered does not really capture the period of sufficient output growth within the economy. Al-Zee (2011) in Bahrain used Johansen co integration test to examine the co integrating relationship between the real GDP, real effect exchange rate and real oil price of a country. Real GDP of Bahrain is more elastic to changes in international oil prices than real exchange rate. Research conducted on Vietnam from the period of 1995 to 2009 using the vector autoregressive model (VAR) produce results that suggest that both oil prices and the real effective exchange rates have strong significant impact on economic activity. Habib and Kalamova (2007) investigate the effect of oil price on the real exchange rate of three countries Norway, Saudi Arabia and Russia. In case of Russia a positive long run relationship was found between oil price and exchange rate and no impact of oil price on exchange rate was found for Norway and Saudi Arabia. Aliyu (2009) believed that this is caused because of lack on strong institutions and total dependency on oil exports. Aliyu (2009) recommended larger divergence of the economy through the investment in top prolific sector to reduce the adverse effect of oil price shocks and the exchange rate volatility. Oil price has a strong influence on oil dependent countries and their currency is referred to as oil currency whereas for countries like Norway and Canada which are developed and have strong institutions there are weak influences of oil price on exchange rate and economic activities in this countries. Ahuru and James (2015) verified the direct and indirect impact of oil price volatility on Nigeria's economy. The indirect impact attempts to trace the impact of oil price volatility on selected macroeconomic variables through public expenditure, while the direct impacts tied the same selected macroeconomic variables directly on oil price volatility. The methodologies used in the study were VAR, dynamic simulations of forecasting error variance decomposition and the pair wise Granger causality. The study finds out that oil price volatility significantly stimulate most of the macroeconomic variables through the public expenditure. The study recommended that efforts should be made to safeguard both the quantity and quality of public expenditure through appropriate revenue policy measure, promoting sound fiscal institutions, promote budget flexibility and diversification of the revenue base.
Literature Review

Methodology
The unrestricted Vector Auto Regression (VAR) model will be adopted and interpreted with the standard Choleski decomposition method as well as conduct the Granger causality test procedures. This method is preferred to other methods because it is suitable for addressing structural changes and for testing the long run policy implications. The model is summarized in the reduced-form VAR model as follows:
All variables are in normal form. βi are coefficient matrices of size 6×6 and ut is the prediction error, δo is the intercept matrix of 6*1. Yt is a 6*1 vector of variables (INF, IR, GEXP, EXR, OILPRICE, IMP)
Where: Yt = Real GDP/Output in the current year f = Functional notation INF = Inflation Rate IR = Interest rate EXR = Naira/Dollar Nominal Exchange rate (ER) as proxy for import OILPRICE = Oil Price a proxy for Exports IMP = Import GEXP = Government Expenditure
The structural equation for the model is stated as follows:
However, in order to account for the volatility in oil price, the mean deviation of oil price will be estimated to control for its volatility on the economy thus:
Where Ut is the Mean Deviation for Oil Price representing the Volatility of Oil Price.
The Granger (short-run) causality approach: Causality in the sense of Granger can be defined by stating that a time series X causes a time series Y if the present value of Y can be better predicted using past values of X in addition to all other relevant information. Needless to say, the correct estimation procedure would be to include all independent variables indicated by the relevant economic theory. Excluding appropriate variables may yield irrelevant and useless results. Granger considers a system of the general form:
Where X and Y are stationary series and u1 and u2 are white noise processes.
Testing the hypothesis that X does not cause Y is equivalent to testing the joint restriction that i  = 0 for i = 1, …, m, while testing that Y does not cause X implies i  = 0 for i = 1, …, π.
Sources and Methods of Data Collection:
The data to be used in this study is a secondary quarterly data spanning from the period of 1980 first quarter to 2014 fourth quarter and they are sourced from the central Bank of Nigeria Statistical Bulletin, publication, annual report and statement of account and economic and financial reviewed of various year supplemented with these data from the CBN statistical bulletin (2015) . The period covered is essential as it includes the pre SAP and the post SAP periods in Nigeria. Also, it is sufficiently large to capture periods of volatility in the oil price. Structural Adjustment Program is a period in Nigeria when government embarked on serious structural programs that had a far reaching implication for the macroeconomic environment in Nigeria.
Results and Analysis
This section of the research work covers the presentation of the empirical results as well as the analysis and discussion of the results. The analysis begins with the descriptive statistics of the variables to the correlation matrix and then to exploration of time series properties of the variables used in the model through test for stationarity, Granger Causality test and then to Cointegration test and finally to Impulse Response test and Variance Decomposition. 268533) is platykurtic. The estimation above indicates that the Jarque-Bera probability for the variables shows that the error terms are normally distributed. ), yet it is still positive meaning that a rise in Oil Price Volatility will cause a rise in interest rate. The highest of the correlation exists between Oil Price Volatility and Government Expenditure which is more than 90%. This is consistent with economic apriorial expectation: when changes in the world oil price become increasingly volatile (say steady fall), government expenditure will tend to be more than its revenue leading to deficit financing. The Correlation Matrix also shows a high positive relationship with real GDP, this could be as a result of increase in government expenditure which in turn will have a high multiplier effect on National Income. However, a negative correlation exists between Oil Price Volatility and inflation. This implies that Volatility in Oil Price will tend to reduce inflation rate. Other variables shows a reasonable level of relationship among themselves with the exception of inflation rate which depicts a very low and negative correlation across most of the other variables.
Unit Root Test:
To test for stationarity or the absence of unit roots will be carried out using the Augmented Dickey Fuller test (ADF) and Phillips Perron tests, hence the hypothesis is stated as follows: If the absolute value of the Augmented Dickey Fuller (ADF) test is greater than the critical value either at the 1%, 5%, or 10% level of significance or/and if the probability value is less than 5% , then the variables are stationary either at order zero, one ,or two. The Augmented Dickey Fuller test equation is specified below as follows: The result of the augmented Dickey fuller {ADF} unit root test is presented above. From the result, all of the variables are stationary at first difference apart from inflation and import that was stationary at level. We therefore proceed to testing for Cointegration to ascertain whether the variables have a long run relationship. The idea behind cointegration is that even if some variables are not stationary their linear combination may be stationary after all. The existence of cointegration confirms co-movement among the variables and consequently long run relationship exists among the variables. We therefore proceed to conduct the cointegration test.
Causality Test:
We utilized the causality test procedure developed by Granger (1969) . The result of the causality tests obtained is as follows: The Granger causality test is used to show the short run relationship of the nexus between OIL PRICE VOLATILITY and Macroeconomic variables. From the result of the test presented in the table above, it is evident that there is bi-directional causality running between the Real Gross Domestic Product and Oil Price Volatility because the probability value of its F-Statistics are less than 5%. Though (Rolle & Uffie, 2015) found a unidirectional causality running from oil price volatility to RGDPGR, both stresses the fact that oil price volatility causes growth. Oil Price Volatility granger causes Import and Import also granger causes Oil Price Volatility, therefore there is also a bi-directional causality existing between Oil Price Volatility and Import; a uni-directional causality exists between Exchange rate and Oil Price Volatility whereas there is no causal relationship between Oil Price Volatility and Inflation rate. The result of the Granger Causality test above depicts that Oil Price Volatility and Real Gross Domestic Product causes each other thereby justifying the assertions made above under the cointegration test that the variables have a long run relationship.
VAR Models:
In order to analyze the dynamic properties of the VAR models, the variance decomposition and impulse response functions will be used. The table below displays the impulse responses of the RGDP,INF, IR, GEXP, OILPVOL, EXR, and IMPORT. The X-axis shows the time while the Y-axis shows the percentage variation in the dependent variable away from its base line level. The bold line in each graph is the estimated response while the dashed lines denote the one standard error confidence band around the estimate. There is no consensus on an explicit criterion for significance in a VAR framework. Sims (1987) however suggests that for impulse responses, significance can be crudely gauged by the how much the function moves away from zero, whilst Runkle (1987) suggests a probability range above 10 percent for variance decompositions.
Figure 1: Impulse response function
The impulse response graph above shows the response of macroeconomic variables to one standard deviation shock of OILPVOL on the first column while the response on OILPVOL to one standard deviation shock of macroeconomic variables is shown on the first row. Since our interest is to find out the impact of OILPVOL on macroeconomic variables, we proceed to interpret only the first column of our impulse response function. The response of OILPVOL to one standard deviation to its own shock shows a positive but a fluctuating trend into the future and then stabilizes along the horizon; it then becomes relatively stable up to the tenth period but never becomes negative. The response of RGDP to one standard deviation in OILPVOL indicates a positive and a rising response through-out the horizon. This suggests that one standard innovation to OILPVOL will generate an increase in the real gross domestic product within the economy. The impulse response of IMP to one standard innovation in the OILPVOL maintains a stable and a flat response all through the horizon. It neither rises nor falls along the horizon. The impulse response of IR to one standard deviation in OILPVOL is negative and fluctuates further into negative both in the short and long run. The response of INF to one standard innovation in OILPVOL is almost zero in the short run, this is because it lied on the origin up to the fifth quarter and afterwards declines slightly into negative through-out the horizon into the long run. This shows that inflation does not respond much to changes in OILPVOL. A response of GEXP to OILPVOL shock indicates a negative response in the short run but rises into positive in the long run and rises all through the horizon. This shows that a change in the OILPVOL growth rate will trigger a significant rise in GEXP. The impulse response function of the EXR to one standard innovation in OILPVOL shock indicates a negative and a fluctuating trend further into negative from the short to the long run.
Variance decomposition:
The variance decomposition provides complementary information on the dynamic behavior of the variables in the system. It provides information on the importance of various structural shocks explaining the forecast error variability of OILPVOL that could be attributable to other variables. The tables below show the variance decomposition for each of the variables over the short term period (1-5 years) and over the long term (6-10 years): Authors' Computation From the table above, we can see that the variance decomposition of the OILPVOL to itself indicates that it accounts for the most of the variability over the periods, ranging between 71% in the short run to 60% in the long run. However, RGDP and EXR show that some of the variability or the shock in OILPVOL could be attributed to them, though they show a decreasing pattern from the first quarter; it ranges from 6% to 1% and from 12% to 5% in the tenth period respectively. Whereas that of IMP shows an increasing pattern ranging from 1% to 15% in the tenth period. The shock of the OILPVOL to other variables in the model such as GEXP, INF and IR show a decreasing pattern from 1st quarter with a range from 11%, 0.7% and 4% respectively in the tenth period. The variance decomposition of RGDP shocks to itself account for the most of the variability over all the periods ranging from 100% to 68% in the long run; whereas the shock to OILPVOL ranges from 0% in the first period to 8% in the 10 th period. This result is consistent with the findings of Verheyen (2010) studying about the US economy attests to the fact that GDP dominates its own shock and that all other shocks account each for about 10% of the variance. In our study, the result indicates that EXR account for about 4% of the variance. However, a variance decomposition of RGDP shock to IR, GEXP, IMP, and INF shows different pattern with GEXP accounting for the highest variability among them of about 13%. 
Authors' Computation
The result from the table above shows that the variance decomposition of the INF to itself indicates that it accounts for the most of the variability over all periods; it ranges from 97% in the short run to 93% in the long run. This means that inflation account for almost all the variations in itself both in the short and long run. The shock of INF to rest of the variables reveals that they all had an insignificant impact in explaining the variability in INF both in the short and long run. However, EXR explained to the tune of 4% only in the long run. The variance decomposition of the IR shows that among all the variables, its own shock explains about 79% to 61% of the forecast error variance during the period under review. However, the result shows that RGDP explains a reasonable percentage of the variations in interest rate of about 15% and 10% of the variation. Also the result indicates that apart from RGDP, INF explains about 9% of the changes in the IR, while OILPVOL explain about 4 % of the changes in the IR. The variance decomposition of IR to GEXP, EXR and IMP explains about 9%, 3.1% and 1% of the variations in the long run respectively. The variance decomposition of the IMP shows that among all the variables, its own shock does dominate in explaining its variability accounting to the tune of 99% to 89% of its changes. Other sources of the variability in IMP are GEXP and RGDP account up to 6% and 2% of the forecast error variance during the period under review. The result from the table also shows that OILPVOL could not explain much of the variability in IMP, accounting about just 1.1% in the long run. 
Conclusion and Policy Implications
In conclusion, the data analysis in this work started with the descriptive statistics result, which indicates that all the variables under consideration have positive mean with 140 observations. The highest standard deviation was recorded by Government Expenditure of 1651571 while the least standard deviation of 2.878867 is recorded by Interest Rate. We therefore conclude that since the Jarque-Bera probability for the variables shows that the error terms are normally distributed, and then the regression result is good. To test for stationarity or the absence of unit roots was carried out using the Augmented Dickey Fuller test (ADF) and Philip Perron which gave almost the same result that all the variables are integrated of order one I (1) Apere and Ijomah (2013) in Nigeria that there is a unidirectional relationship exists between exchange rate and oil prices, and a significant relationship between oil prices and real GDP was not found. Though there were no causal relationship between Oil Price Volatility, interest rate and Inflation rate as presented in this work but Apere and Ijomah (2013) were of the view that there is. Moreover, the multiple regression analysis reveals that OILPVOL does actually impact on the Nigerian economy because the probability test is less than 5% and if OILPVOL increases by one unit, RGDP will increase by 525.5 units.
In addition, the dynamic properties of the VAR Model were interpreted using the impulse response function and variance decomposition. The response of RGDP, IR, GEXP and EXR to one standard deviation in OILPVOL all shows a positive response and stabilizes along the horizon in the long run. Whereas the impulse response of the IMP and INF to one standard innovation in the OILPVOL is negative and stable in the short run but rises along the horizon and becomes positive in the long run. Finally, the impulse response of IR to one standard deviation in OILPVOL is positive but fluctuates into negative along the horizon in the long run. Its variance decomposition shows that among all the variables, its own shock explains about 76% to 53% of the forecast error variance during the period under review; while OILPVOL explain about 4 % of the changes in the IR. INF responds negatively to one standard innovation in OILPVOL both in the short and long run. The result of the variance decomposition of INF shows that OILPVOL does not show any pattern of impact on the forecast error of INF both in the short and long run. A response of GEXP to OILPVOL shock indicates a positive and OILPVOL account for the forecast error variance in GEXP ranging from 0% to 16%. The impulse response function of the EXR to one standard innovation in OILPVOL shock indicates a positive but fluctuates along the horizon in the long run negatively while its variance decomposition from one standard innovation in OILPVOL average 1.6% in the short run to 15% in the long run.
Policy Implication: A lot of policy implications can be deduced from the findings made in this work. Information gathered from this study reveals that oil price volatility stimulate Nigeria's real gross domestic product through government expenditure because it could explain the variability in this variables both in the short and long run and the short run causality was further strengthened by the granger causality test revealing a bi-causality. This implies that a good fiscal policy measure could stimulate both internal and external balances. Therefore government expenditure changes with changes in oil generated revenue. This finding is consistent with other empirical evidence such as corroborate findings by (Rolle & Uffie, 2015) and Richard and Ronald (1980) .Moreover, the impulse response of Interest Rate (IR) to one standard deviation in OILPVOL is negative and fluctuates further into negative both in the short and long run. This result simply suggests that a steady fluctuating oil prices will necessitate an expansionary monetary policy measure which will further generate internal imbalances. This is because, with a fall in interest rate, aggregate expenditure will exceed potential output; therefore, the excess will be supplemented from output from abroad which can give rise to further external imbalance. Moreover, this can further deteriorate the exchange rate and other macroeconomic variables. Therefore the combination of a monetary and fiscal policy measures will be necessary to restore the economy back to equilibrium.
Furthermore, INF responds negatively to one standard innovation in OILPVOL both in the short and long run and the result of the variance decomposition of INF shows that OILPVOL does not show any pattern of impact on the forecast error of INF both in the short and long run. The correlation matrix and the variance decomposition of inflation further amplify this with a negative and a low relationship and no variability in inflation was explained by oil price volatility respectively. This therefore suggests that domestic inflation could not be explained by the fluctuations in the oil price. Hence, the Nigerian inflation rate could be as a result of structural changes, increase in money supply and consumers' expectation of high inflation rate. However, Oriakhi and Iyoha (2013) opined that oil price volatility only impacts on broad money supply when crude oil sales proceeds are monetized, thereby bringing to light the possibility of oil price volatility leading to inflation by increasing the Money supply.
Recommendation: Based on the findings from my study, the following recommendations are therefore made:  The Federal Government need to diversify the economy to other sectors of the economy rather than concentrate only on the oil sector as the only source of revenue to the country.  The Federal Government through the Central Bank are advised to simultaneously pursue an expansionary monetary and expansionary fiscal policies during periods of high volatility in Oil Price (in this case; a persistent increase) so as to be able to still maintain a stable equilibrium in the economy and vice versa.  Government should ensure the adoption of an effective monetary policy measure as it does help in maintaining both internal and external balance under a floating exchange rate system.  Attention should be given to other factors or determinants of income in Nigeria as it has a bidirectional causality with Oil Price Volatility.  Investors are therefore encouraged to fully participate in the economy as it will help to generate foreign reserves for the economy.
